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EXPOSURE DRAFT 
PROPOSED STATEMENT ON 
AUDITING STANDARDS 
REPORTING ON PRO FORMA 
FINANCIAL INFORMATION IN SEC FILINGS 
JUNE 29, 1984 
Prepared by the AICPA Audit ing Standards Board 
For comment from persons interested in audit ing and reporting 
Comments should be received by October 1, 1984, and addressed to 
AICPA Audit ing Standards Division, File 2312 
1211 Avenue of the Americas, New York, N.Y. 10036-8775 
G00320 
SUMMARY 
The objective of pro forma financial information is to show what the significant direct effects on historical 
financial information might have been had a consummated or proposed transaction or event occurred at 
an earlier date. This proposed statement provides guidance on the independent accountant's responsi-
bilities when engaged to report on pro forma financial information contained in a filing with the SEC. 
Article 11 of Regulation S-X sets forth the SEC's requirements regarding pro forma financial informa-
tion. For the convenience of readers, that article is reproduced as an appendix. 
The proposed Statement describes the conditions under which the accountant may agree to report. The 
conditions relate to the presentation of historical financial statements, the accountant's knowledge of the 
entity, and the service performed regarding the historical financial information on which the pro forma 
financial information is based. The proposed Statement also describes the procedures the accountant 
ordinarily should apply to report on pro forma financial information. 
The accountant's report on pro forma financial information should include — 
• An identification of the pro forma financial information. 
• A statement that the review of the pro forma financial information was made in accordance with appli-
cable AICPA standards and a brief description of the nature of such a review. 
• A statement regarding whether the accountant believes that management's assumptions provide a 
reasonable basis for presenting the significant direct effects of the transaction or event and whether 
the related pro forma adjustments give appropriate effect to those assumptions and are properly ap-
plied in the pro forma financial information. 
The proposed Statement also describes circumstances that may lead the accountant to refuse to report 
on pro forma financial information. 
This exposure draft has been sent to 
• practice offices of CPA firms 
• members of AICPA Council and technical committees 
• state society and chapter presidents, directors, and commit-
tee chairmen 
• organizations concerned with regulatory, supervisory, or 
other public disclosure of financial activities 
• persons who have requested Copies 
AICPA American Institute of Certified Public Accountants 1211 Avenue of the Americas, New York, NY 10036-8775(212)575-6200 
June 29, 1984 
Accompanying this letter is an exposure draft of a proposed Statement on Auditing Standards entitled 
Reporting on Pro Forma Financial Information in SEC Filings, A summary of the proposed SAS also accom-
panies this letter. 
Comments or suggestions on any aspect of this exposure draft will he appreciated. The AICPA Auditing 
Standards Board's consideration of responses will he helped if the comments refer to specific paragraphs 
and include supporting reasons for any suggestions or comments. 
In developing guidance, the AICPA Auditing Standards Board considers the relationship between the cost 
imposed and the benefits reasonably expected to be derived from audits. Thus, the Board would particularly 
appreciate comments on those matters. 
Written comments on the exposure draft will become part of the public record of the AICPA Auditing Stand-
ards Division and will be available for public inspection at the offices of the AICPA after November 1, 1984, 
for one year. 
Responses should be sent to the AICPA Auditing Standards Division, File 2312, in time to be received by 
October 1, 1984. For convenience in responding, a postpaid mailer is attached to this exposure draft. 
Sincerely, 
David L. Landsittel 
Chairman 
Auditing Standards Board 
Dan M. Guy 
Vice President, Auditing 
PROPOSED STATEMENT ON AUDITING STANDARDS 
REPORTING ON PRO FORMA FINANCIAL INFORMATION 
IN SEC FILINGS 
1. This Statement provides guid-
ance on the independent account-
ant's responsibilities when engaged 
to report on pro forma financial infor-
mation contained in a filing with the 
Securities and Exchange Commis-
sion pursuant to article 11 of Regu-
lation S-X.1 Article 11, which is 
reproduced as an appendix to this 
Statement, sets forth the SEC's 
requirements regarding the form and 
content of pro forma financial infor-
mation and when and for what peri-
ods such information is required to 
be presented. 
2. A client might request the 
independent accountant to report on 
pro forma financial information pre-
sented in a client-prepared docu-
ment, other than in an SEC filing, 
containing audited financial state-
ments. In those cases, and when pro 
forma financial information is pre-
sented outside the basic financial 
statements in an auditor-submitted 
document, the guidance in this State-
ment may be helpful to the account-
ant.2 
1This Statement does not require an indepen-
dent accountant to report on pro forma finan-
cial information. When not engaged to report 
on pro forma financial information that is 
included in an SEC filing, the accountant's 
responsibilities are described in SAS No. 8, 
Other Information in Documents Containing 
Audited Financial Statements, and SAS No. 
37, Filings Under Federal Securities Statutes. 
2In certain circumstances generally accepted 
accounting principles may require the pres-
entation of pro forma financial information in 
the financial statements or accompanying 
notes. That information includes, for exam-
ple, pro forma financial information required 
by APB Opinion No. 16, Business Combina-
tions (paragraphs 61, 65, and 96); APB Opin-
ion No. 20, Accounting Changes (paragraph 
21); or, in some cases, pro forma financial 
information relating to subsequent events 
(see SAS No. 1, section 560.05). For guidance 
in reporting on audited financial statements 
that include such information, see SAS No. 2, 
paragraph 31 (see also the July 1979 auditing 
interpretation "Disclosures of Subsequent 
Events," AICPA, Professional Standards, vol. 
1,AU sec. 9509.21-24). 
3. This Statement does not apply 
in those unusual circumstances 
when, for purposes of a more mean-
ingful presentation and in conformity 
with generally accepted accounting 
principles, a transaction consum-
mated after the balance sheet date is 
reflected in the balance sheet as if it 
had occurred at the balance sheet 
date (for example, stock dividends, 
stock splits, reverse splits, or a revi-
sion of debt maturity). 
PRESENTATION OF PRO FORMA 
FINANCIAL INFORMATION 
4. The objective of pro forma 
financial information is to show what 
the significant direct effects on his-
torical financial information might 
have been had a consummated or 
proposed transact ion or event 
occurred at an earlier date. Pro forma 
financial information is commonly 
used to show the effects of— 
• A business combination. 
• Change in capitalization. 
• Disposition of a significant portion 
of business. 
• Change in the form of business 
organization or status as an autono-
mous entity. 
• The application of proceeds from a 
proposed sale of securities. 
• Other subsequent events. 
5. This objective is achieved pri-
marily by applying pro forma adjust-
ments to the appropriate amounts in 
the historical financial statements. 
Pro forma adjustments are based on 
assumptions concerning the signifi-
cant effects that are determined by 
management to be directly attribut-
able to the transaction or event and 
that are factually supportable. 
6. Pro forma financial informa-
tion should be appropriately labeled 
as such to distinguish it from histori-
cal financial information; it need not 
be marked as unaudited. The pro 
forma financial information should 
describe the purpose for which it has 
been prepared, the source of the his-
torical financial information on which 
it is based, the transaction or event 
that is reflected in the pro forma 
financial information, significant 
assumptions used in developing the 
pro forma adjustments, and any 
significant uncertainties about those 
assumptions. The pro forma financial 
information also generally includes 
statements to the effect that the pro 
forma financial information should be 
read in conjunction with the related 
historical financial information and 
that pro forma financial information is 
not necessarily indicative of the 
results (such as financial position and 
result of operations, as applicable) 
that would have been attained had 
the transaction or event actually 
taken place earlier. 
CONDITIONS FOR REPORTING 
7. The independent accountant 
may agree to report on pro forma 
financial information if the following 
conditions are met: 
a. The document that contains the 
pro forma financial information 
includes (or incorporates by refer-
ence) complete historical financial 
statements of the entity for the 
most recent year, and, if pro forma 
financial information is presented 
for an interim period, the docu-
ment also includes (or incorpo-
rates by reference) historical 
interim financial information for 
that period (which may be pre-
sented in condensed form).3 In the 
case of a business combination, 
the document should include (or 
incorporate by reference) the 
appropriate historical financial 
information for significant constit-
uent parts of the combined entity. 
3For pro forma financial information included 
in a Form 8-K, historical financial information 
previously included in an SEC filing would 
meet this requirement. Interim historical 
financial information may be presented as a 
column in the pro forma financial information. 
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b. The independent accountant who 
is reporting on the pro forma 
financial information has an 
appropriate level of knowledge of 
the entity's accounting and finan-
cial reporting practices and its 
system of internal accounting con-
trol, which has ordinarily been 
obtained by auditing or review-
ing4 historical financial statements 
of the entity (or in the case of a 
business combination, of a signifi-
cant constituent part of the com-
bined entity) for the most recent 
annual or interim period for 
which the pro forma financial 
information is presented. If, for 
whatever reason, the accountant 
has not performed such an audit 
or review, the need for an under-
standing of the entity's accounting 
and financial reporting practices 
and its system of internal account-
ing control is not diminished, and 
the accountant should consider 
whether, under the particular cir-
cumstances, he can acquire suffi-
cient knowledge of these matters 
to perform the procedures neces-
sary to review the pro forma finan-
cial information. 
c. The historical financial statements 
of the entity (or in the case of a 
business combination, of each 
significant constituent part of the 
combined entity) on which the pro 
forma financial information is 
based have been audited by an 
independent accountant (or in the 
case of information presented for 
an interim period, have been 
audited or reviewed by an inde-
pendent accountant). If pro forma 
financial information is based on 
historical financial statements for 
an interim period that have been 
reviewed, the financial state-
ments for the latest fiscal year of 
entities that are significant con-
stituent parts of the combined 
4The applicable review procedures are 
described for interim financial information of 
public entities in SAS No. 36, paragraphs 9 
through 15, and for nonpublic entities in 
Statements on Standards for Accounting and 
Review Services 1, paragraphs 24 through 31. 
This Statement does not require the account-
ant to report on a review of historical informa-
tion performed only for purposes of reporting 
on pro forma financial information. 
entity should have been audited 
and reported on by an indepen-
dent accountant in the filing with 
the SEC or in a document incor-
porated by reference in the filing. 
ACCOUNTANT'S OBJECTIVE 
8. The objective of the indepen-
dent accountant's procedures applied 
to pro forma financial information is 
to conclude whether management's 
assumptions provide a reasonable ba-
sis for presenting the significant 
direct effects of the transaction or 
event and whether the related pro 
forma adjustments give appropriate 
effect to those assumptions and have 
been properly applied in the pro 
forma financial information. This dif-
fers from the objective of an audit of 
financial statements in accordance 
with generally accepted auditing 
standards. The objective of an audit is 
to provide a reasonable basis for ex-
pressing an opinion regarding the fair 
presentation in conformity with gen-
erally accepted accounting principles 
of the financial statements taken as a 
whole. The accountant should not ex-
press such an opinion on pro forma fi-
nancial information because gener-
ally accepted accounting principles 
relate to historical rather than to pro 
forma financial information. 
PROCEDURES 
9, The following are procedures 
the accountant ordinarily should ap-
ply in order to report on pro forma fi-
nancial information. 
a. Obtain an understanding of the 
underlying transaction or event, 
for example, by reading relevant 
contracts, minutes of meetings of 
the board of directors, or corre-
spondence with legal counsel; and 
by making inquiries of appropri-
ate officials of the client and, in 
some cases, of a company ac-
quired or to be acquired. 
b. Obtain an understanding of com-
bining entities in a business com-
bination, which may include 
communicating with other inde-
pendent accountants who have 
audited or reviewed historical fi-
nancial information on which pro 
forma financial information is 
based. Matters that may be con-
sidered include accounting prin-
ciples followed, related party 
transactions, material contingen-
cies, and so forth. 
c. Discuss with management its as-
sumptions regarding the effects of 
the transaction or event and con-
sider whether all significant direct 
effects have been identified. 
d. Determine whether pro forma ad-
justments are included for all 
significant direct effects that have 
been identified and that are factu-
ally supportable.5 
e. Evaluate whether management's 
assumptions that underlie the pro 
forma adjustments are suitably 
supported and whether the pro 
forma adjustments are consistent 
with each other and with the data 
used to develop the adjustments. 
f. Test whether computations of pro 
forma adjustments are mathe-
matically correct and determine 
whether the adjustments are 
properly applied to the historical fi-
nancial statement amounts. 
g. Inquire of management whether 
the accounting principles used in 
the pro forma financial informa-
tion are consistent with the princi-
ples used in the historical financial 
information, and, if they are not 
consistent, determine whether 
any identified change in princi-
ples is appropriately described. 
h. Obtain written representations 
from management concerning— 
• Management's responsibility for 
the assumptions used in determin-
ing the pro forma adjustments. 
• Management's belief that the as-
sumptions provide a reasonable 
basis for presenting the significant 
direct effects of the transaction or 
event and that the related pro 
forma adjustments give appropri-
ate effect to the assumptions and 
5Article 11 requires that pro forma adjustments 
to the pro forma income statement include 
only those that are expected to have a continu-
ing impact on the entity. Certain nonrecur-
ring charges or credits that were not included 
in the pro forma income statement are re-
quired to be disclosed. 
EXPOSURE DRAFT 7 
are properly applied in the pro 
forma financial information. 
• Management ' s bel ief tha t t h e 
transaction or event and its signifi-
cant direct effects are appropri-
ately disclosed in the pro forma fi-
nancial information. 
If the pro forma financial information 
relates to a business combination, the 
accountant should consider obtaining 
wr i t t en represen ta t ions from the 
managements of the significant con-
stituent entities involved. 
i. Read the pro forma financial infor-
mation and evaluate whether — 
• The purpose of the presentation, 
t h e unde r ly ing t ransact ion or 
event, and the pro forma adjust-
ments and significant assump-
tions have been appropriately de-
scribed. 
• The source of the historical finan-
cial information on which the pro 
forma financial information is 
based has b e e n appropr ia t e ly 
identified. 
j . Make such additional inquiries or 
perform such additional proce-
dures as the accountant considers 
necessary and appropriate to re-
solve questions that arise in per-
forming the above procedures. 
FORM OF REPORT 
10. The report on pro forma fi-
nancial information should be dated 
as of the completion of the field work 
for the review. The accountant's re-
por t on pro forma financial informa-
tion may be added to the accountant's 
report on historical financial informa-
tion, or it may appear separately. If 
the reports are combined and the 
date of completion of the field work 
for the review of the pro forma finan-
cial information is after the date of 
completion of the field work for the 
examination or review of the histori-
cal financial information, the com-
bined report should be dual-dated, 
(For example, "February 15, 19X2, 
except March 20, 19X2, for the para-
graphs regarding pro forma financial 
information.") 
11.. An accountant's report on pro 
forma financial information should 
include — 
a. An identification of the pro forma 
financial information. 
b. A statement that the review of the 
pro forma financial information 
was made in accordance with ap-
plicable AICPA standards and a 
brief description of the nature of 
such a review. 
c. A statement regarding whether 
the accountant believes that man-
agement's assumptions provide a 
reasonable basis for present ing 
the significant direct effects of the 
transaction or event and whether 
the related pro forma adjustments 
give appropriate effect to those as-
sumptions and are properly ap-
plied in the pro forma financial in-
formation. 
If not included in the pro forma infor-
mation, the report should include 
statements to the effect that the pro 
forma financial information should be 
read in conjunction with the related 
historical financial information and 
that pro forma financial information is 
not necessar i ly indicat ive of t h e 
results (such as financial position and 
results of operations, as applicable) 
that would have been attained had 
t h e t ransact ion or event actually 
taken place earlier. 
12. The accountant's report on 
the pro forma financial information 
need not refer to the financial state-
m e n t s from which the his tor ical 
amounts are derived provided the in-
formation appropriately describes 
the source of the historical financial 
information as specified in para-
graph 6. 
13. The following is an example 
of a report on pro forma financial in-
formation. 
We have reviewed the pro forma ad-
justments and the application of those 
adjustments to the historical amounts 
in [the assembly of6] the accompany-
ing pro forma condensed balance sheet 
of X Company and Y Company as of 
December 31, 19X1, and the pro forma 
6This wording is appropriate when one column 
of pro forma financial information is presented 
•without separate columns of historical finan-
cial information and pro forma adjustments. 
condensed statement of income for the 
year then ended. Our review was made 
in accordance with standards estab-
lished by the American Institute of 
Certified Public Accountants and in-
cluded those procedures we consid-
ered necessary to evaluate manage-
ment's assumptions concerning the 
effects of the transaction described in 
Note 1 and the presentation of those ef-
fects in the pro forma condensed finan-
cial statements. 
Based on our review, we believe that 
management's assumptions described 
in Note 2 provide a reasonable basis for 
presenting the significant direct effects 
of the above-mentioned transaction 
and that the related pro forma adjust-
ments give appropriate effect to those 
assumptions and are properly applied 
in the pro forma condensed financial 
statements. 
14. If, based on the procedures 
performed, the accountant is unable 
to obtain satisfaction about whether 
the assumptions of management are 
suitably supported, the accountant 
should not report on the pro forma fi-
nancial information. In addition, in 
certain cases, uncertainties may be so 
significant to the overall presentation 
of the pro forma financial information 
that the accountant may decline to 
report on the pro forma financial in-
formation. 
15. If, based on the procedures 
performed, the accountant believes 
that material modifications to the un-
derlying assumptions of management 
are required, that the pro forma ad-
justments do not give appropriate ef-
fect to the assumptions or are not 
properly applied in the pro forma fi-
nancial information, or that disclo-
sure is inadequate, the accountant 
should insist on appropriate revision. 
If appropriate revision is not made, 
the accountant should refuse to re-
port on the pro forma financial infor-
mation and should consider the need 
to take other appropriate action as 
described in SAS No. 8, paragraphs 4 
through 6. Further, if that pro forma 
information is to be included in a fil-
ing under the Securities Act of 1933, 
the accountant, probably with the ad-
vice of legal counsel , ord inar i ly 
should withhold consent to the use of 
his report on the audited financial 
statements in the registration state-
ment. 
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APPENDIX 
ARTICLE 11 OF 
SEC REGULATION S-X 
PRO FORMA FINANCIAL INFORMATION 
Rule 11-01. Presentation requirements. 
(a) Pro forma financial information shall be furnished when any of the following conditions exist: 
(1) During the most recent fiscal year or subsequent interim period for which a balance sheet is re-
quired by Rule 3-01, a significant business combination accounted for as a purchase has occurred (for 
purposes of these rules, the term "purchase" encompasses the purchase of an interest in a business ac-
counted for by the equity method); 
(2) After the date of the most recent balance sheet filed pursuant to Rule 3-01, consummation of a 
significant business combination to be accounted for by either the purchase method or pooling-of-inter-
ests method of accounting has occurred or is probable; 
(3) Securities being registered by the registrant are to be offered to the security holders of a signifi-
cant business to be acquired or the proceeds from the offered securities will be applied directly or indi-
rectly to the purchase of a specific significant business; 
(4) The disposition of a significant portion of a business either by sale, abandonment or distribution to 
shareholders by means of a spin-off, split-up or split-off has occurred or is probable and such disposition is 
not fully reflected in the financial statements of the registrant included in the filing; 
(5) The registrant previously was a part of another entity and such presentation is necessary to reflect 
operations and financial position of the registrant as an autonomous entity; or 
(6) Consummation of other events or transactions has occurred or is probable for which disclosure of 
pro forma financial information would be material to investors. 
(b) A business combination or disposition of a business shall be considered significant if: 
(1) A comparison of the most recent annual financial statements of the business acquired or to be 
acquired and the registrant's most recent annual consolidated financial statements filed at or prior to the 
date of acquisition indicates that the business would be a significant subsidiary pursuant to the conditions 
specified in Rule 1-02, or 
(2) The business to be disposed of meets the conditions of a significant subsidiary in Rule 1-02. 
(c) When consummation of more than one transaction has occurred or is probable during a fiscal year, the 
tests of significance in (b) above shall be applied to the cumulative effect of those transactions. If the cumula-
tive effect of the transactions is significant, pro forma financial information shall be presented. 
(d) For purposes of this rule, the term business should be evaluated in light of the facts and circumstances 
involved and whether there is sufficient continuity of the acquired entity's operations prior to and after the 
transactions so that disclosure of prior financial information is material to an understanding of future opera-
tions. A presumption exists that a separate entity, a subsidiary, or a division is a business. However, a lesser 
component of an entity may also constitute a business. Among the facts and circumstances which should be 
considered in evaluating whether an acquisition of a lesser component of an entity constitutes a business are 
the following: 
(!) Whether the nature of the revenue-producing activity of the component will remain generally 
the same as before the transaction; or 
(2) Whether any of the following attributes remain with the component after the transaction: 
(i) Physical facilities, 
(ii) Employee base, 
(iii) Market distribution system, 
(iv) Sales force, 
(v) Customer base, 
(vi) Operating rights, 
(vii) Production techniques, or 
(viii) Trade names. 
(e) This rule does not apply to transactions between a parent company and its totally held subsidiary. 
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Rule 11-02. Preparation requirements. 
(a) Objective. Pro forma financial information should provide investors with information about the contin-
uing impact of a particular transaction by showing how it might have affected historical financial statements if 
the transaction had been consummated at an earlier time. Such statements should assist investors in analyzing 
the future prospects of the registrant because they illustrate the possible scope of the change in the registrant's 
historical financial position and results of operations caused by the transaction. 
(b) Form and content. 
(1) Pro forma financial information shall consist of a pro forma condensed balance sheet, pro forma 
condensed statements of income, and accompanying explanatory notes. In certain circumstances (i.e., 
where a limited number of pro forma adjustments are required and those adjustments are easily under-
stood), a narrative description of the pro forma effects of the transactions may be furnished in lieu of the 
statements described herein. 
(2) The pro forma financial information shall be accompanied by an introductory paragraph which 
briefly sets forth a description of (i) the transactions, (ii) the entities involved, and (iii) the periods for 
which the pro forma information is presented. In addition, an explanation of what the pro forma presen-
tation shows shall be set forth. 
(3) The pro forma condensed financial information need only include major captions (i.e., the num-
bered captions) prescribed by the applicable sections of this Regulation. Where any major balance sheet 
caption is less than 10 percent of total assets, the caption may be combined with others. When any major 
income statement caption is less than 15 percent of average net income of the registrant for the most 
recent three fiscal years, the caption may be combined with others. In calculating average net income, 
loss years should be excluded unless losses were incurred in each of the most recent three years, in which 
case the average loss shall be used for purposes of this test. Notwithstanding these tests, de minimis 
amounts need not be shown separately. 
(4) Pro forma statements shall ordinarily be in columnar form showing condensed historical state-
ments, pro forma adjustments, and the pro forma results. 
(5) The pro forma condensed income statement shall disclose income (loss) from continuing opera-
tions before nonrecurring charges or credits directly attributable to the transaction. Material nonrecur-
ring charges or credits and related tax effects which result directly from the transaction and which will be 
included in the income of the registrant within the 12 months succeeding the transaction shall be dis-
closed separately. It should be clearly indicated that such charges or credits were not considered in the 
pro forma condensed income statement. If the transaction for which pro forma financial information is 
presented relates to the disposition of a business, the pro forma results should give effect to the disposi-
tion and be presented under an appropriate caption. 
(6) Pro forma adjustments related to the pro forma condensed income statement shall be computed 
assuming the transaction was consummated at the beginning of the fiscal year presented and shall in-
clude adjustments which give effect to events that are (i) directly attributable to the transaction, (ii) ex-
pected to have a continuing impact on the registrant, and (iii) factually supportable. Pro forma adjust-
ments to the pro forma condensed balance sheet shall be computed assuming the transaction was 
consummated at the end of the most recent period for which a balance sheet is required by Rule 3-01 and 
shall include adjustments which give effect to events that are directly attributable to the transaction and 
factually supportable regardless of whether they have a continuing impact or are nonrecurring. All ad-
justments should be referenced to notes which clearly explain the assumptions involved. 
(7) Historical primary and fully diluted per share data based on continuing operations (or net income 
if the registrant does not report either discontinued operations, extraordinary items, or the cumulative 
effect of accounting changes) for the registrant, and primary and fully diluted pro forma per share data 
based on continuing operations before nonrecurring charges or credits directly attributable to the trans-
action shall be presented on the face of the pro forma condensed income statement together with the 
number of shares used to compute per share data. For transactions involving the issuance of securities, 
the number of shares used in the calculation of the pro forma per share data should be based on the 
weighted average number of shares outstanding during the period adjusted to give effect to shares subse-
quently issued or assumed to be issued had the particular transaction or event taken place at the begin-
ning of the period presented. If a convertible security is being issued in the transaction, consideration 
should be given to the possible dilution of the pro forma per share data. 
(8) If the transaction is structured in such a manner that significantly different results may occur, 
additional pro forma presentations shall be made which give effect to the range of possible results. 
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Instructions. 
1. The historical statements of income used in the pro forma financial information shall not report opera-
tions of a segment that has been discontinued, extraordinary items, or the cumulative effects of accounting 
changes. If the historical statement of income includes such items, only the portion of the income statement 
through "income from continuing operations" (or the appropriate modification thereof) should be used in pre-
paring pro forma results. 
2. For a purchase transaction, pro forma adjustments for the income statement shall include amortization 
of goodwill, depreciation and other adjustments based on the allocated purchase price of net assets acquired. 
In some transactions, such as in financial institution acquisitions, the purchase adjustments may include sig-
nificant discounts of the historical cost of the acquired assets to their fair value at the acquisition date. When 
such adjustments will result in a significant effect on earnings (losses) in periods immediately subsequent to 
the acquisition which will be progressively eliminated over a relatively short period, the effect of the purchase 
adjustments on reported results of operations for each of the next five years should be disclosed in a note. 
3. For a disposition transaction, the pro forma financial information shall begin with the historical finan-
cial statements of the existing entity and show the deletion of the business to be divested along with the pro 
forma adjustments necessary to arrive at the remainder of the existing entity. For example, pro forma adjust-
ments would include adjustments of interest expense arising from revised debt structures and expenses which 
will be or have been incurred on behalf of the business to be divested such as advertising costs, executive 
salaries and other costs. 
4. For entities which were previously a component of another entity, pro forma adjustments should in-
clude adjustments similar in nature to those referred to in Instruction 3 above. Adjustments may also be nec-
essary when charges for corporate overhead, interest, or income taxes have been allocated to the entity on a 
basis other than one deemed reasonable by management. 
5. When consummation of more than one transaction has occurred or is probable during a fiscal year, the 
pro forma financial information may be presented on a combined basis; however, in some circumstances (e.g., 
depending upon the combination of probable and consummated transactions, and the nature of the filing) it 
may be more useful to present the pro forma financial information on a disaggregated basis even though some 
or all of the transactions would not meet the tests of significance individually. For combined presentations, a 
note should explain the various transactions and disclose the maximum variances in the pro forma financial 
information which would occur for any of the possible combinations. If the pro forma financial information is 
presented in a proxy or information statement for purposes of obtaining shareholder approval of one of the 
transactions, the effects of that transaction must be clearly set forth. 
6. Tax effects, if any, of pro forma adjustments normally should be calculated at the statutory rate in effect 
during the periods for which pro forma condensed income statements are presented and should be reflected 
as a separate pro forma adjustment. 
(c) Periods to be presented. 
(1) A pro forma condensed balance sheet as of the end of the most recent period for which a consoli-
dated balance sheet of the registrant is required by Rule 3-01 shall be filed unless the transaction is al-
ready reflected in such balance sheet. 
(2) 
(i) Pro forma condensed statements of income shall be filed for only the most recent fiscal year and 
for the period from the most recent fiscal year end to the most recent interim date for which a balance 
sheet is required. A pro forma condensed statement of income may be filed for the corresponding interim 
period of the preceding fiscal year. A pro forma condensed statement of income shall not be filed when 
the historical income statement reflects the transaction for the entire period. 
(ii) For a business combination accounted for as a pooling of interests, the pro forma income state-
ments (which are in effect a restatement of the historical income statements as if the combination had 
been consummated) shall be filed for all periods for which historical income statements of the registrant 
are required. 
(3) Pro forma condensed statements of income shall be presented using the registrant's fiscal year 
end. If the most recent fiscal year end of any other entity involved in the transaction differs from the 
registrant's most recent fiscal year end by more than 93 days, the other entity's income statement shall be 
brought up to within 93 days of the registrant's most recent fiscal year end, if practicable. This updating 
could be accomplished by adding subsequent interim period results to the most recent fiscal year-end 
information and deducting the comparable preceding year interim period results. Disclosure shall be 
made of the periods combined and of the sales of revenues and income for any periods which were ex-
cluded from or included more than once in the condensed pro forma income statements (e. g., an interim 
period that is included both as part of the fiscal year and the subsequent interim period). For investment 
companies subject to Rules 6-01 to 6-10, the periods covered by the pro forma statements must be the 
same. 
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(4) Whenever unusual events enter into the determination of the results shown for the most recently 
completed fiscal year, the effect of such unusual events should be disclosed and consideration should be 
given to presenting a pro forma condensed income statement for the most recent twelve-month period in 
addition to those required in paragraph (c)(2)(i) above if the most recent twelve-month period is more 
representative of normal operations. 
Rule 11 -03. Presentation of financial forecast. 
(a) A financial forecast may be filed in lieu of the pro forma condensed statements of income required by 
Rule ll-02(b)(l). 
(1) The financial forecast shall cover a period of at least 12 months from the latest of (i) the most recent 
balance sheet included in the filing or (ii) the consummation date or estimated consummation date of the 
transaction. 
(2) The forecasted statement of income shall be presented in the same degree of detail as the pro 
forma condensed statement of income required by Rule 11-02(b)(3). 
(3) Assumptions particularly relevant to the transaction and effects thereof should be clearly set 
forth. 
(4) Historical condensed financial information of the registrant and the business acquired or to be 
acquired, if any, shall be presented for at least a recent 12 month period in parallel columns with the 
financial forecast. 
(b) Such financial forecast shall be presented in accordance with the guidelines established by the Ameri-
can Institute of Certified Public Accountants. 
(c) Forecasted earnings per share data shall be substituted for pro forma per share data. 
(d) This rule does not permit the filing of a financial forecast in lieu of pro forma information required by 
generally accepted accounting principles. 
